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As stated in the last issue, this will be the last issue of the Panorama Supplement. 
The new publication will be named "Monthly Panorama of European Industry" 
(MPEI), and will feature a data diskette with time-series short-term trends data. We 
are also pleased to announce that there will be five special issues of the publica­
tion, which will provide a showcase of articles for other projects within Eurostat. 
These special issues which should appear at regular intervals during the cq^se of 
the year will be on the following topics: 
February Data analysis 
April Construction statistics 
June Structure of industry 
October Competitiveness 
December Country analysis 
There are eleven issues of the standard publication planned for during the course 
of next year. The structure of the new publication will be as follows: an article on 
macro-economic and total industry developments; a section of tables and graphs 
on recent trends; a section on a specific industry (at the Nace 2-digit level of 
detail), then either a more in-depth article on the industry being covered (written 
by a professional trade association) or an article of topical interest. 
This final issue of the Supplement features special articles on the following sub­
jects: r-^-J ^~i 
* the electrical engineering industry;^L-v_ 
* performance measures in the Eurostat's competitiveness database; 
* an analysis of structural funds. 
Eurostat second quarter estimates showed a slight slowdown in economic activity 
for the second quarter of 1996, with the annual growth in GDP standing at 0.8% 
for EUR 15. There was welcome news from Germany where industrial output 
returned to a positive trend. 
Electrical engineering accounted for almost 10% of the European industrial econo­
my in 1995, recording annual production growth of 5.3% for 1995 (in current 
prices). 
The third article in our series on competitiveness looks at the domain of perfor­
mance indicators, publishing for the first time data from the April release of 
Eurostat's database. At present Eurostat are involved in the planning of the third 
release of this database, analysis of which will form one of the special issues of 
next year's publication. 
The final article concerns structural funds within the EU, looking at five of the 
Member States. The article looks at employment effects, examining eligible areas 
within NUTS 2-level regions. 
PHOTIS NANOPOULOS, DIRECTOR 
BUSINESS AND ENERGY STATISTICS, R&D, AND STATISTICAL METHODS 
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The Panorama of EU Industry provides users 
of enterprise statistics each year with a 
complete and detailed publication on the 
state of and main trends in industry and 
services.  V 
The Panorama Short-term Supplement has a 
simple objective: to furnish readers of the 
annual Panorama with an instrument which 
will allow them to follow the evolution of 
industrial short-term trends and also show the 
structure and activity of industry at the 
sectorial level. In addition the Supplement 
aims to provide topical articles of general 
interest to the reader. 
The data processing, statistical analysis, 
writing of the chapters and desktop 
publishing were carried out by the following 
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Provisional estimates made by Eurostat 
showed a slight deterioration in econom-
ic growth in the EUR 15 for the second 
quarter of 1996. After a negative quarterly 
growth rate for the fourth quarter of 1995 
of-0.2%, the growth rate of GDP 
increased to 0.4% in the first quarter of 1996. Eurostat estimated economic growth 
to have declined slightly thereafter to 0.2% in the second quarter of 1996. The 
main causes behind the decline in growth were a decrease in the growth rate of 
private consumption and stocks and a decline in government consumption. On the 
other hand, international trade and investment in fixed capital had positive effects 
on GDP growth. The components' contributions to GDP growth in the second 
quarter of 1996 (from high to low) were +0.4% from imports, +0.3% from invest-
ment in fixed capital, +0.2% from exports, +0.1% from private consumption, -
0.1 % from government consumption and -0.7% from the change in stocks. The 
largest break in the series appeared for the change in stocks. As a percentage of 
GDP, stocks grew by an average of 0.8% during the two years up to the first quar-
ter of 1996. In neither of these eight quarters did the percentage come below 0.4% 
of GDP. During the second quarter of 1996, stocks remained virtually unchanged 
from the quarter before, thereby breaking the two years old trend. The countries 
contributing most to the decline in GDP growth as compared to the first quarter 
rate of 1.5% annually were France and Italy, where GDP actually declined during 
the second quarter of 1996. 
Eurostat estimated second 
quarter of 1996 GDP 
growth at around 0.8% 
per year 
Germany experienced strong growth during the second quarter of 1996. While the 
quarterly growth rates had steadily declined from 0.7% in the first quarter of 1995 
to 0.0% in the first quarter of 1996, the rate jumped to 1.5% in the second quarter 
of 1996 (6.1% at an annualised rate). This sudden rise in economic growth was 
caused by a widening of the trade surplus and a catching up in construction activi-
ty after the very cold winter of 1995/96 that delayed much work in this sector. The 
Ifo economic climate indicator closely mirrored the economic developments dur-
ing the first half of 1996. Both its West German and East German indicators 
declined to a low in March 1996 after which they rebounded. Despite a temporary 
dip in the indicators in June, they continued their ascent up until August, reaching 
levels 4.1 and 3.3 percentage points above their lows in August. Growth in the 
volume of industrial production also rose. The trend in industrial production 
attained its lowest annual growth rate of recent years at -1.2% in March 1996. In 
April 1996, the trend seemed to reverse and by July 1996 the rate reached positive 
numbers again. The unemployment rate remained stable between April and August 
1996 at 10.3%. Inflation also did not change as consumer prices increased by an 
annual rate of 1.4% in all months from June to September 1996. 
eurostat 
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In France, the unemployment rose from 12.4% in 
May 1996 to 12.6% in August. The unemploy­
ment rate thus continued its upward trend from 
11.8% in January 1996 accompanied by variable 
GDP growth. After a drop in the volume of GDP 
on the preceding quarter by 0.4% in the final 
quarter of 1995, quarterly growth jumped to 1.1% 
in the first quarter of 1996, only to fall again to -
0.4% in the second quarter. In the absence of an 
expected improvement in the economic situation 
of French industry, many companies planned to 
reduce their workforces even further. Capacity 
utilisation decreased to 83% in July 1996 as the 
trend in the volume of production in industry 
remained on a downward path. In contrast to the 
improvement in the trend of production volume 
in industry in Germany during the summer 
months of 1996, the trend in France continued 
with negative annual growth rates of around -
1.0%. Consumer prices remained under pressure 
from sluggish consumer demand. Annual inflation 
dropped from 2.4% in April 1996 to 1.6% in 
August, while consumer confidence failed to 
improve significantly. Car sales experienced a 
temporary boost in September 1996 because con­
sumers profited from a government incentive 
scheme to replace old vehicles that was ended on 
the 30th of the same month. In consumer non-
durables, the situation worsened during the sum­
mer of 1 996. Production volume in this sector 










GDP growth in Italy displayed an evolution com­
parable to that in France. After a decline in the 
quarterly growth rate to -1.0% in the fourth quar­
ter of 1995, the rate increased to 0.5% in the first 
quarter of 1996 and then dropped again to -0.5% 
in the second quarter. Nevertheless, unemploy­
ment declined to 11.7% in July 1996, down by 
0.6 percentage points from 12.3% in April. The 
rise in employment which caused this took place 
mainly in services, where the number of jobs in 
enterprises with more than 500 employees 
increased by over 0.5% during the same period. 
For the same enterprise size class in industry, 
eurostat MACRO-ECONOMY 
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employment remained stable. The improvements 
on the labour markets did not feed into prices 
through increased consumption. Private consump-
tion grew by less then 1.5% in the year to the sec-
ond quarter of 1996, while government consump-
tion continued to decline. The percentage 
increase in consumer prices from the same month 
in 1995 dropped from 4.5% in March 1996 to 
3.4% in September 1996. 
In the United Kingdom, GDP growth during the 
first two quarters of 1996 continued pretty much 
in the same fashion as during the period since the 
start of 1995. The quarterly growth rate for the 
second quarter of 1996 came to 0.5% compared 
to 0.4% in the two quarters before. The annual 
rate remained stable at around 1.8%, somewhat 
lower though than the 1995 average of 2.4%. The 
strong growth in consumer lending of last spring, 
which fuelled much of the rise in retail sales, 
slowed down during the summer and even 
reversed in August declining by -5.0%. Retail 
sales themselves where still up by 4.4% on the 
same month a year before. The trend growth rate 
of industrial production volume during the first 
half of 1996 was significantly lower than during 
the same period of 1995 and dropped slightly 
from 1.6% in January to 1.2% in July. The drop in 
the annual rate was due solely to a slowing down 
of activity in the intermediate goods sector. 
Helped by strong consumer spending, production 
growth in both the durable and non-durable con-
sumer goods producing sectors increased. In the 
latter by 0.5 percentage points while in the former 
by 1.3 percentage points. The largest improve-
ment in growth took place in the capital goods 
producing sectors, where the annual trend rate 
increased from 2.0% in January 1996 to 4.2% in 
July. Unemployment decreased further as a result 
of the rise in economic activity, from 7.7% in 
June to 7.5% in August 1996. Consumer prices 
have nevertheless not been affected. Inflation 
dropped during the six months to 2.1 % in August 
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Year on year 
























































Year on year 
growth rates (t /1-12) 




























































PAGE MACRO  ECONOMY 
COMMENTARY 
Earlier reports of a rise in economic activity in the 
Netherlands, notably in industry and retail sales, 
were confirmed by a growth rate of GDP of 1.3% 
for the second quarter of 1996 (5.5% at an annual 
rate). Growth in the Netherlands had been accel-
erating since the third quarter of 1995. The accel-
eration in growth during the first half of 1996 was 
the effect of strong improvements in both domes-
tic demand and the external trade balance. 
Likewise, in Sweden economic growth picked up 
to a quarterly rate of 0.5% in the second quarter 
of 1996, from 0.0% in the first quarter of 1996. 
Sweden had experienced a contraction of GDP 
during the fourth quarter of 1995, but growth 
recovered thereafter through increases in the 
growth of investment and again the external trade 
balance. In Spain, economic growth declined 
somewhat, from 0.8% in the first quarter of 1996 
to 0.5% in the second quarter (3.2% and 2.0% at 
annual rates). 
Although in most Member States inflation is 
falling, there is one item that has seen a dramatic 
increase in prices over the last few months: miner-
al oil and energy in general as a consequence. 
The price of North Sea Brent crude oil rose by 
over 50% in the year to the middle of October 
1996 to around 24.6 US dollars per barrel. Most 
of the rise in the oil price took place after it 
became clear that Iraqi supplies would not enter 
the market after the latest conflict with the USA 
over Iraqi influence in the conflict between the 
two Kurdish factions in northern Iraq. The sale of 
Iraqi oil had been negotiated as part of an oil-for-
food deal in order to soften the effects of the trade 
embargo on the Iraqi population. Oil companies 
had lowered their stocks in anticipation of the sale 
of Iraqi oil and this has resulted in depressed sup-
ply just when demand was mounting in prepara-
tion for the winter months. 
In the USA unemployment dropped further to 
5.1% in August 1996 and consumer price inflation 
has remained stable at around 2.9% since April 
1996, the open-market committee of the Federal 
Reserve Bank decided not to raise the federal 
funds rate during its meeting of September 24th. 
This rate, at which banks can take short-term loans 
with the Fed, has remained at 5.25% since the 
beginning of 1996. 
In Japan, due to a decline in private consumption, 
growth in the volume of GDP turned negative in 
the second quarter of 1996. After private and pub-
lic consumption rose by 2.4% and 3.3% in the 
first quarter of 1996 on the fourth quarter of 1995, 
both declined by about 1.3% in the second quar-
ter. Gross fixed capital formation continued to 
grow during the second quarter but at a lower rate 
than during the two preceding quarters. These fig-
ures might indicate that the expansive measures 
the Japanese government took during the last 
financial year (which runs from April to March) 
have had only a temporary effect. Uncertainties in 
the Japanese economy were exacerbated by the 
elections on October 20th. 
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In the same quarter the volume of indus-
trial production of Eur 15, adjusted for 
the number of working days, rose by 
3.9% over the previous year. This was 
due mainly to production growth in the 
capital goods and consumer durables sec-
tors where, for the same period, growth 
rates were 8.1 % and 6.8% respectively. 
In contrast, the volume of industrial production grew by only 0.1 % between the 
first and second quarters of 1996. The highest growth was recorded in Ireland and 
in Sweden with annual rates of 12.8% and 10.8% respectively in the second quar-
ter of 1996. Since the peak in annual growth in December 1994, the monthly vol-
ume of European industrial production has gradually slackened, until it stabilized 
in March 1996. After declining in April and in May 1996, it has begun to rise 
again, appearing to presage the beginning of a recovery, with annual rates of 0.9% 
for June 1996 and 0.4% for July 1996. 
In the second quarter of 1996 the volume of Japanese production grew by 2.6% 
over the previous year, with capital goods experiencing the highest growth at 
10.6% . Over the same period the United States saw the volume of production of 
its total industry rise by 1.7%, in the wake of the growth in capital goods and con-
sumer durables production. 
The volume of industrial 
production grew by 3.9% 
in the second quarter of 
1996 
The production price index has not followed quite the same trend as production 
volume, increasing only 0.8% in the second quarter of 1996 compared to the pre-
vious year. However, it was consumer goods, durable and non-durable, which 
recorded the sharpest increases whereas intermediate goods fell by 0.6%. From 
one quarter to the next the decline in the prices of intermediate goods and the rela-
tively low increase in the prices of other goods (consumer and capital goods) led to 
a drop in production prices for the whole of industry of 0.1 %. Production prices in 
Japan fell by 0.9% in the second quarter of 1996. However, in the United States 
they rose 2.3% over the same period. 
Capacity utilization in the whole of European industry (EUR 12) was 80.7% in the 
second quarter of 1996, slightly down on the previous quarter, i.e. 1.1 basis point. 
France had the highest capacity utilization at 84.7%, due mainly to a higher capac-
ity utilization in the intermediate goods and capital goods sectors, where it had 
rates of 87.0% and 84.3% respectively. 
eurostat 
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TABLE 2.1 
Three month on three 
month growth rates for 
the production index, 
based on a seasonally 
adjusted series 
(%) 
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Year on year growth 
rates for the production 
index, based on 
changes from the 
corresponding quarter 
of the previous year 
(%) 
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rates for the production 
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changes from the 
corresponding quarter 
of the previous year 
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TABLE 2.3 
Three month on three 
month growth rates 
for the producer price 
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Year on year growth 
rates for the producer 
price index, based on 
changes from the 
corresponding quarter 
of the previous year, in 
national currencies 
(%) 


























































































































































Year on year growth 
rates for the producer 
price index, based on 
changes from the 
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Producer price index 
by goods sector, 
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TABLE 2.5 
Annual growth rate: 
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Annual growth rate: 
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TABLE 2.7 
Annual growth rate: 
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Annual growth rate: 
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TABLE 2.9 
Three month on three 
month growth rates 
for trade indicators, 
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Year on year growth 
rates for trade 
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In 1995, production by the electrical 
engineering sector was worth ECU 306.8 
billion, which represented an annual 
growth rate of 4.6% and made up 9.5% 
of total output by manufacturing industry in EUR 15. During the period from 1985 
to 1990, this sector, along with the rubber and plastics processing industry, had the 
highest average real annual growth rate (5.8%) of any sector in EUR 12. For 1990-
1995, the corresponding growth rate was 2.7%. In 1995, production by this sector 
in the United States stood at ECU 302.4 billion and the total in Japan was ECU 
435.7 billion. The main European producer was Germany with 35.6% of EUR 15 
production in 1995, followed by France, Italy and the United Kingdom with 
16.9%, 12.3% and 11.7% respectively. Approximately one-third of production was 
used for intermediate consumption, either in the sector itself or in other industries 
(particularly mechanical engineering and transport). In 1995, EUR 12 consumption 
amounted to ECU 286.2 billion, a year-on-year increase of 4.8%. Germany 
accounted for 34.8% of total consumption, way ahead of France (18.1 %) and the 
United Kingdom (13.2%). 
EUR 15 production in 
this sector up 3.9% 
between April 1 995 and 
April 1996 
In terms of output, the smoothed index reveals an annual growth rate of 0.9% in 
France in July 1996. At the same point in time, production was up by 4.1 % in 
Germany and 34.5% in Sweden, but down 1.9% in Italy and 2.7% in Spain. Both 
Ireland and Denmark recorded substantial annual growth rates, returning figures of 
+ 14.5% in May 1996 and +17.4% in June 1996 respectively. All in all, EUR 15 
output was up 3.9% between April 1995 and April 1996. 
Between August 1995 and August 1996, national producer prices in the electrical 
engineering industry stagnated in the Netherlands, but fell by 5.9% in Finland. 
Between July 1995 and July 1996, they rose by 0.1 % in Germany and by 1.7% in 
Italy. 
The rate of capacity utilisation in the electrical sector - which encompasses electric 
wires and cables, electrical machinery for industrial use, household appliances and 
lighting - stood at 81.5% in Germany, 76.6% in Italy and 82.3% in the United 
Kingdom at the end of March 1996. In the communications equipment, electronic 
components and consumer electronics sector, the corresponding rates were 79.3%, 
87.1% and 84.7%. 
In 1995, the electrical engineering sector employed 2.5 million workers, or 11.6% 
of all those employed in industry in EUR 15. This was an increase of 0.4% on 
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FIGURE 3.1.1 
EUR15 production in 
constant prices 
(billion ECU) 
SOURCE : DEBA CEIE 
FIGURE 3.1.2 
Share of value-added 
at factor cost, 1995 
(%) 
1994. 35.8% of those employed worked in 
Germany, 16.4% in the United Kingdom and 
15.7% in France. Between 1994 and 1995, the 
numbers employed rose by 3.2% in the United 
Kingdom, but fell by 0.2% in France and by 3,5% 
in Germany. 
In 1992, 3.0% of the enterprises in this sector had 
over 100 employees, and were responsible for 
75.4% of the sector's output and 80.5% of its 
turnover. In 1994, the largest European enterprise 
was Siemens (Germany) with a turnover of ECU 
44.0 billion, followed by Philips (Netherlands), 
with a turnover of ECU 28.3 billion, Alcatel 
Alsthom (France), Electrolux (Sweden) and 
Thomson (France). 
Between 1985 and 1990, investment in this sector 
amounted on average to 10.1% of total investment 
in industry, compared with the sector's 9.2% 
share of production. The electrical engineering 
industry has a higher-than-average capital intensity 
and the outlay on investment is relatively higher 
than for industry as a whole. Expenditure on 
investment was particularly pronounced in EUR 
12, with an average real annual growth rate of 
4.1% between 1985 in 1990 in Europe, as 
opposed to an 11.7% reduction in the United 
States and a minimal 0.9% increase in Japan. 
Between 1993 and 1994, investment rose by 
2.0% in Germany and by 9.0% in France, but 
stagnated in the Netherlands. The electrical engi-
neering sector has a high research coefficient, and 
current investment and research expenditure are 
also indicators of future trends in sectoral produc-
tion. The particular importance of this sector lies 
in its technology-intensive nature and the impact 
of its innovations in both the sector itself and 
other industries, whether this be through provid-
ing new technologies or supplying an infrastruc-
ture. 
The electrical engineering industry comprises a 
number of different products, which leads to a 
wide variety of structures and trends within its 
sub-sectors. Electrical components and telecom-
munications equipment (sectors in which techno-
logical progress plays a determining role) are two 
of the more dynamic sectors, whilst household 
appliances and consumer electronics are marking 
time. The sub-sector for the manufacture of electri-
cal wires encompasses products such as electric 
power cables for the transmission of electricity 
from production sites to consumption points. 
These are basically manufactured in order to 
replace worn cables, given that the network is vir-
tually complete in terms of geographical coverage. 
On the other hand, the demand for telecommuni-
cations cables is expected to increase due to the 
development of the mobile phone and the liberali-
sation of the telecommunications sector. 
SOURCE: DEBA GEIE 




When it comes to household appliances, trends in 
demand depend both on the business cycle and 
innovation. The penetration rate of certain appli-
ances (refrigerators and washing machines) is in 
fact such that most of the demand is for replace-
ment equipment. This demand is susceptible to 
fluctuations depending on whether the economy 
is experiencing an upswing or a downturn, so that 
replacement of these goods may be deferred. 
Given these conditions, growth in the household 
appliances sector is generated by new products 
and appliances for which the penetration rate has 
yet to reach a ceiling, and this is the case with 
microwave ovens, cooking plates or smaller appli-
ances. Whilst households in the European Union 
tend to be well equipped, the growth in demand 
from South-East Asia is likely to be substantial 
over the coming years. 
The market for electrical equipment is, however, 
reaching saturation point, and while technical har-
monisation in the EU will allow economies of 
scale it will also intensify intra-Community com-
petition and competition with Japan and the Asian 
NICs. 
Electronics is, on the whole, a high-growth sector, 
but the trends differ depending on the product. 
The consumer electronics sector, for example, is 
suffering from saturation in the markets for televi-
sions and video recorders, and in order to main-
tain growth in output it has to rely on technologi-
cal innovation and the growing penetration of 
new products incorporating recent technology, 
such as digital television and interactive CDs. On 
a world scale, it is South-East Asia which domi-
nates this sector: 6 out of the top 10 enterprises 
(accounting for three-quarters of world-wide pro-
duction) are Japanese, 2 are European (Philips and 




























Share of number of 
employees, 1995 
(%) 
SOURCE: DEBA CEIE 
FIGURE 3.1.4 
Labour costs, 1994 
(million ECU) 
SOURCE: DEBA GEIE 
FIGURE 3.1.5 
Production in constant 
prices, 1995 
(million ECU) 
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Various environmental protection measures have 
been adopted with, for example, fewer and fewer 
electrical cables using halogen or PVC as a base 
material. CFCs (which are responsible for the 
destruction of the ozone layer) have been banned 
from refrigerators and the appliances manufac­
tured nowadays consume less water and energy. 
In addition, products are now equipped with a 
scale to indicate consumption. Finally, the battery 
production sub-sector now implements a policy 
for reducing the amount of mercury in waste and 
for collecting and recycling used batteries. 
There is much more variety in the export destina­
tions than in the origin of imports, over 60% of 
which come from the United States, Japan and the 
EFTA countries. Nevertheless, China and South 
Korea are now emerging as more significant trad­
ing partners, making South-East Asia a factor 
which needs to be taken into account in any pro­
duction strategies adopted by European enterpris­
es. EUR 12 extra-Community imports totalled ECU 
70.1 billion in 1995 (up 11.9% on 1994), as 
against an export total of ECU 67.4 billion (up 
15.1% over the same period). There is, therefore, 
a balance of trade deficit, with the cover ratio 
standing at 96.2%. In 1995, the volume of imports 
rose by over 3.0% in France and Germany and by 
almost 15% in Spain. In the United Kingdom, 
imports of electrical equipment fell by 14.1 %, 
whereas imports of electronic equipment were up 
26.6%. The volume of exports for the electrical 
sector rose by 4.2% in France, 7.7% in Germany, 
2.8% in Italy and 8.0% in Spain, but fell by 11.9% 
in the Netherlands and by 13.2% in the United 
Kingdom. The electronics sector in Germany 
recorded a fall of 0.3%, whilst the United 
Kingdom recorded a 25.9% increase. In 1995, 
50.7% of all imports and 44.8% of exports were 
¡ntra-Community, although Germany trades more 
with non-Community countries. In 1995, the 
cover ratio varied from one Member State to the 
next: from 124,9% in Germany (a trade surplus of 
ECU 9.7 billion) to 107.4% in France, 88.3% in 
the United Kingdom, 70.0% in Spain and 21.9% 
in Greece. 
FIGURE 3.1.7 
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VALUE-ADDED AND PRODUCTION 
1991 
112578.0 





























































































































































































































































































SOURCE: DEBA CEIE 
1991 
Í69.2 
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TABLE 3.1.3 
Number of employees 
1991 
2846062.0 












t/t-1(%) 1995 t/t-1(%) 
-3.1 2505015.9 0.4 







































































































































































































































































1993 t /1-1 (%) 
N/A N/A 
1994 t /1-1 (%) 
N/A N/A 
1995 t /1-1 (%) 
N/A N/A 
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EXTRA-EU EXPORTS AND IMPORTS 
1991 
36555.4 
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PRODUCTION INDEX AND PRODUCER PRICES 
FIGURE 3.2.1 
EUR15 production and 
producer price indexes 
(1990 = 100) 
•Index of production 
■Producer price index 
SOURCE: ssst« 
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Year on year growth 
rates for production 
and producer price 
indexes, based on 
changes from the 
corresponding quarter 
of the previous year 
(%) 
I Production 
S Producer prices 
EUR15 Β DK D GR E F IRL I L NL Α Ρ FIN S UK  SOURCE:  \m 
[Mi 
eurostat 
PAGE ELECTRICAL ENGINEERING 
PRODUCTION INDEX AND PRODUCER PRICES 
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FIGURE 3.2.3 
Production and 
producer price indexes 









DEUTSCHLAND  ELLADA 
100 
95 
ESPAÑA  FRANCE 
-Index of production 
■Producer price index 










PAGE  eurostat ELECTRICAL ENGINEERING 
PRODUCTION INDEX AND PRODUCER PRICES 
PANORAMA 












producer price indexes 
(1990 = 100) 
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PRODUCTION INDEX AND PRODUCER PRICES 
SOURCE: .\m 
SUOMI/FINLAND  SVERIGE 
FIGURE 3.2.3 
Production and 
producer price indexes 
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rates, third quarter 
1996 
(%) 
EUR15 Β DK D GR E F IRL I L NL Α Ρ FIN S UK 
SOURCE:DGII, 
BUSINESS SURVEY 
Annual growth rate: 






















































































































(1990 = 100) 
Export value 
Import value 
Terms of trade 
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Year on year growth 
rates for trade 
indicators, based on 
changes from the 
corresponding quarter 
of the previous year, 
in ECU terms 
(%) 
■ Export value 
Blmport value 
EUR15 B/L DK D CR Ε F IRL  I NL A Ρ FIN S UK  Sou RCE: SSSS 
Latest quarter 
available  Value 
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Year on year growth 
rates for trade 
indicators, based on 
changes from the 
corresponding quarter 
of the previous year, 
in ECU terms 
(%) 
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SOU RCE : eurostat 
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eurostat METHODOLOG  C A L  NOTES 
INDUSTRY CLASSIFICATION SYSTEM 
The economic activities used in this publication 
are defined in the revised Classification of 
Economic Activities within the European 
Communities, Nace R.ev.1. This classification was 
laid down in a Council Regulation in 1990 
(OJ L293 24th October 1990). It should be noted 
that many series before 1990 and a large amount 
of annual data even between 1990 and now had 
to be converted from the old classification Nace 
1970. This estimation process can reduce the reli-
ability of the data. Broad industrial groups that are 
used in Section 2 of this publication have the fol-
lowing definitions in terms of NACE Rev.1. 
TOTAL INDUSTRY 
C + D + E 
INTERMEDIATE GOODS INDUSTRIES 
13.1, 13.2, 14.1-14.5, 15.6, 15.7, 17.1-17.3, 
20.1-20.5, 21.1, 21.2, 24.1-24.3, 24.6, 24.7, 25.1, 
25.2, 26.1-26.8, 27.1-27.5, 28.4-28.7, 31.2-31.6, 
32.1, 34.3, 37.1, 37.2, 41.0 
STATISTICAL SOURCES 
Most of the data in this publication is harmonised 
data supplied to Eurostat by the EU Member 
States. The exceptions are: 
1) The capacity utilisation series which come 
from the business surveys carried out on behalf of 
the Directorate General for Economic Affairs of 
the Commission (DG II). 
2) The estimates for the latest years' structural 
data, which are supplied by the DEBA European 
Economic Interest Group: 
DEBA GEIE, EBBC F, 4-6, Route de Treves, 
L-2633, Senningerberg, Luxembourg; 
tel: (352) 34 10 4001. 
3) The data for the USA and Japan, which are 
supplied by the OECD. 
Data sources are indicated for each statistical 
table. Every effort has been made to include data 
for the EUR15 Member States. The indices from 
1991 onwards are on a post-unification basis and 
include East-Germany. However the structural 
data is still on a pre-unification basis. 
CAPITAL GOODS INDUSTRIES 
28.1-28.3, 29.1-29.6, 30.0, 31.1, 32.2, 33.1-33.3, 
34.1, 34.2, 35.1-35.3 
DURABLE CONSUMER GOODS INDUSTRIES 
29.7, 32.3, 33.4, 33.5, 35.4, 35.5, 36.1-36.3 
NON DURABLE CONSUMER GOODS INDUSTRIES 
15.1-15.5, 15.8-16.0, 17.4-17.7, 18.1-18.3, 19.1-
19.3, 22.1-22.3, 24.4, 24.5, 36.4-36.6 
SHORT TERM INDICATORS 
The index of production measures changes in the 
volume of the gross value added created by indus-
try, the branch indices being aggregated by means 
of a system of weighting according to gross value 
added (in principle, at factor cost). The indices are 
adjusted in two stages; firstly to take account of 
the varying number of working days in the month 
and secondly by seasonal adjustment with 
TRAMO / SEATS - the adjustment also takes 
account of one-off fluctuations. 
The index of producer prices shows (in national 
currencies) the changes in the ex-works selling 
prices of all products sold on the domestic mar-
kets of the various countries. The EU indices refer 
to overall weighted price changes. There are not 
yet indices for Austria. No seasonal adjustment is 
carried out on these indices. 
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For the indices of imports and exports, external 
trade data of 9000 industrial products were 
grouped according to the industrial NACE Rev.1 
branch to which they belong. This grouping can 
cause certain inaccuracies in the data, which may 
reduce the reliability of foreign trade series. The 
value indices are all in ECU terms. 
The indices for the EU refer only to extra-
community trade. 
The capacity utilisation series come from quarterly 
European Union business surveys, and are not sea-
sonally adjusted. 
GROWTH RATES 
The changes which are given in the tables show 
two different growth rates. The first being for the 
latest three months data compared to the previous 
three months data - here a seasonally adjusted 
series is used. The second growth rate is for the 
latest three months data compared to the same 
three months of the previous year - here a series 
only adjusted for the number of working days is 
used. Estimates are sometimes made (especially to 
create a EUR15 total). 
GRAPHS 
The graphs show the trend cycle, i.e. seasonally 
adjusted series where additionally the irregular 
fluctuations have be excluded (using the program 
TRAMO / SEATS). 
STRUCTURAL DATA 
Data for structural statistics are in current ECU 
unless otherwise stated. 
Data for value added at factor cost, production, 
labour costs and employment come from annual 
enquiries conducted by Member States involving 
all enterprises with 20 or more employees. The 
exceptions to this are Spain and Portugal (up to 
1990) where the coverage is for local units of all 
sizes. 
The employment data relates to the number of 
persons employed excluding home workers. The 
definitions are standardised and so the figures are 
comparable across industries and countries. 
Estimates are not supplied to Eurostat by Member 
States for the smaller firms not covered by the 
enquiries, and hence the figures under-report the 
actual values. In certain industries this may be a 
serious problem in the interpretation of series, 
especially when comparing with other industries. 
Gaps in Eurostat's data have been filled by esti-
mates supplied by DEBA GEIE and by Eurostat for 
the three new Member States. Thus EUR15 totals 
often contain estimates for missing countries. 
Estimates are again shown in bold. 
SIGNS AND ABBREVIATIONS 
EUR15: European union of 15 
EUR12: European union of 12 
B/L: Belgo-Luxembourg Economic Union 
ECU: European currency unit 
Billion: thousand million 
N/A: not available 
%: percent 
1990 = 100: reference year 
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INTRODUCTION 
There have already been two articles on the 
subject of competitiveness in recent issues 
of the Supplement. This third article intro-
duces the reader to the domain of perfor-
mance indicators, which make up a sub-
stantial part of the Eurostat database. It gives 
the reader an idea of the different indicators 
available in this domain and then a short 
demonstration of how the data can be used 
in terms of analysis of industrial sectors. The analysis presented is one that is based 
largely on foreign trade indicators, however, the reader will see from the list that 







database contains some 
Performance indicators in reality are used as a measure of comparison between 
countries. These measures can give an ex-post evaluation of the competitive cli-
mate in a particular industry in a particular country, vis-à-vis other industries or 
countries. The comparison can also allow a analysis of the development through 
time. However, for the analyst to go further than this - we have a need for an 
explanatory analysis - this is not really possible using the performance indicators 
domain. Indeed, to make a more detailed explanatory analysis, it is prudent to look 
at other measures - such as those demonstrated in the second article of this series 
on cost and price competitiveness. 
21 indicators measuring 
the performance of 
ndustrial sectors 
This article will therefore concentrate on performance indicators, where the analyst 
should be aware of the problems associated with relying too heavily on foreign 
trade statistics. The globalisation process entails that products may well be traded 
several times during the production process. Furthermore, the price that the trading 
takes place at may well be an internal transfer price and not a market price. The 
process of internationalisation leads to the fact that companies no longer operate 
within the confines of national boundaries, rather their operations are often deter-
mined at the global level. This causes the statistician problems in terms of measure-
ment difficulties and the economist problems in terms of analysis. If firms are trying 
to obtain competitive advantage through the exploitation of economies of scale, 
localised specialisations, access to differentiated human skills, improved distribu-
tion networks, exploitation of fiscal advantages and other means then the process 
of measuring change, comparison and development trends becomes a difficult one. 
Any number of hypothesis can be dreamt up to explain the improved performance 
of a particular industry - however, the analyst should be aware of the complica-
tions imposed by the increasing phenomenon of globalisation, which clouds the 
measurement issue at present. Please note that Eurostat is involved in studies on 
the globalisation phenomenon - for more details please contact Marie-Paule 
Benassi, tel: (352) 4301 3 2297 or fax: (352) 4301 3 4359. 
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PERFORMANCE MEASURES IN THE EUROSTAT DATABASE 
FIGURE 5.1 
Share of exports in 
total OECD exports: 











Before giving an example of some of the data 
available in the Eurostat database, the analyst 
should also be aware of another interpretation dif-
ficulty. The analysis that follows presents data at 
the structural aggregate of three-digit Nace. It 
should be noted that to interpret the figures at this 
level of detail is perhaps somewhat erroneous. For 
example, can we really make sweeping statements 
about an industry like the consumer electronics 
industry in Europe, comparing the performance of 
the television sector with that of VCR's or audio 
amplifiers? Here we risk making comments that 
refer to sectors which contain a number of dis-
parate products and whose markets may even 
behave with conflicting trends. This problem 
exists for a large number of consumer and capital 
goods sectors. On the other hand, some sectors do 
display a certain level of homogeneity, even at the 
three-digit Nace level and may well benefit from 
the analysis, for example, oil refining, the tanning 
of leather or the processing of basic foodstuffs. 
These sectors are characterised by lower levels of 
product differentiation and niche markets and they 
are invariably intermediate goods. For the moment 
data at the three-digit Nace level remain the only 
official statistics available to make such an analysis 
- and until data from PRODCOM is received by 
Eurostat from all Member States, an analysis based 
at the product level is not possible. 
At present the Eurostat database includes some 
twenty one different indicators concerning the 
measurement of economic performance. These 
indicators have initially been divided up into three 
groups: market share indicators, profitability indi-
cators and other performance indicators. In the 
first group the indicators give simple ratios that are 
commonly used in economic analysis, for exam-
ple, the share in OECD production 
(DQij/Qoj 
{where Q is production, i the country, j the industry and o the 
OECD). 
Alternatively, we could give the share of a coun-
try's exports compared to OECD exports 
FIGURE 5.2 
Share of exports in 
total OECD exports: 












(2) Xij / Xoj 
(where X are exports, i the country and j the industry). 
A final example is that of the comparative cover 
ratio of an industry comparing its performance to 
that of total manufacturing in the same country 
(3) (Xij / Mij) / (Xj / Mj) 
(where X are exports, M are imports, i the country and j the 
industry). 
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PERFORMANCE MEASURES IN THE EUROSTAT DATABASE 
If we now look at some of the data, for the indica-
tors described above. To begin with it is clear that 
the development over time does not show much 
change in the share of OECD trade (especially 
those at the Nace 2-digit level). This can be 
demonstrated by looking at the evolution of 
export performance of the OECD countries as 
regards the computer and office equipment indus-
try. 
This industry would normally be perceived as 
being dynamic and rapidly changing, whereby we 
would expect to see quite large shifts in the break-
down of exports by country. However, across 
countries this indicator remains quite stable, with 
the USA being the only country with a sizeable 
change in its performance. The deterioration in 
USA export performance is due to an increasing 
share of exports for the group of other countries in 
the OECD. 
Despite the share of exports between countries 
remaining relatively stable over a decade, there 
are considerable shifts within the structure of indi-
vidual country's manufacturing industry. If we 
turn to the third indicator, the comparative cover 
ratio of an industry (relative to its own total manu-
facturing), we see significant changes over time. 








































As the USA lost some of its export share in the 
computer and office equipment industry, its cover 
ratio deteriorated rapidly. 
This was quite normal for the majority of the 
developed world countries. Conversely, very large 
gains were made in the south-east Asian countries, 
where trade performance in this sector improved 
rapidly, as production shifted to this region. As 
stated earlier, this observation is only a starting 
point for the analysis, whereby we need to look 
into other indicators to find a reason for the 
changing patterns. One reason which is generally 
cited to explain the shift of production facilities to 
TABLE 5.1 
Sectoral cover ratio 
relative to 
manufacturing industry: 
computer and office 
equipment 
(%) 















PERFORMANCE MEASURES IN THE EUROSTAT DATABASE 
south-east Asia is that of lower labour costs. 
Nevertheless, the role of the domain of perfor-
mance indictors is not to explain why country A is 
more competitive than country B, it is merely to 
identify that country A is more competitive than 
country B. In the table above we see large positive 
movements in the relative cover ratios of south-
east Asian countries compared to the developed 
world performance. To explain these changes we 
should concentrate on prices and costs, or training 
and education, or tax incentives, or improved 
infrastructure, to explain the shifts observed - the 
performance domain itself has no explanatory 
powers. 
cator given is the gross operating rate, which is 
defined as 
(4) Vaij - Lij / Tij 
(where VA is value-added, L are labour costs, Τ is turnover, i the 
country and j the industry). 
The data for the gross operating rate is only avail-
able for the EU Member States. As an example we 
can see the evolution of the European plastics 
industry compared to the manufacturing average. 
The industry sustained high levels of profitability 
during the recession of the early nineties. 
TABLE 5.2 
Export specialisation 
relative to the OECD: 
pharmaceuticals 
(%) 
SOURCE : sjsifei 
TABLE 5.3 
If we move on to the second set of measures in 
the database, that of profitability measures. At pre-
sent Eurostat does not possess much information 
in this area. It is hoped that in the future there will 
be additional information coming from the Annual 





































































Alternative means of collecting this data in the 
future may include sampling figures that are 
included in the DGIII database, DABLE, where 
company accounts figures are used. 
This leaves us with the final category in the 
domain, that of other performance indicators. 
These indicators are slightly more complicated in 
their derivation. Firstly, we can give the example 
of the export specialisation relative to the OECD, 
defined as, 
(5) (Xij / Xj) / (Xoj / Xo) 
(where X are exports, i the country, j the industry and o the 
OECD). 
Secondly, we can take this indicator and measure 
the weighted standard deviation of all sectors to 
obtain the inter-sectoral specialisation in exports 
r5 
f Χ'  (6) 
x;x° 
-ί 100 
vx<x°  j 
(where X are exports, i the country, j the industry and o the 
OECD). 
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If we look at some data for these indicators we 
can see where countries specialise their export 
effort and secondly if their export effort is concen­
trated in a small number of key industries or if 
their export policy is more a broad coverage of the 
majority of sectors. 
The above data re-enforces the belief that the 
Swiss pharmaceuticals industry out-performs its 
rivals in terms of export performance. Other coun­
tries with above average performance in this sec­
tor include Sweden and Ireland. 
When looking at the following table, where the 
inter-sectoral specialisation is given, we can see 
that the coverage of export markets by individual 
country may vary enormously - these variances 
usually become far more pronounced for the 
smaller countries in the database, as they are quite 
naturally more dependent on a limited number of 
export sectors. It is however interesting to note 
that Japan concentrates far more on specific indus­
trial sectors than its main trading rivals. Also with­
in the European Member States, Germany can be 
seen to have a far more wide-ranging export poli­





A preliminary look at trade performance data: 
If we look at the raw data for exports, there has 
been a general increase in the value of exports 
across most sectors, and most countries - this 
would be expected given the general trend of a 
rise in world trade and prices for most industries. 
As trade has grown, it has also been the norm that 
the vast majority of domestic markets are now 
more reliant on foreign imports than they were fif­
teen years ago. To demonstrate these effects we 
will return to the computer and office equipment 
industry. The graph below shows the ability of 
home production to meet the needs of the domes­
tic market. It is possible to note the fairly rapid 
deterioration in the performance of the USA 
(which we discussed earlier), a gradual decline in 
the EU and a fairly constant performance in Japan. 
This article will now move on to study whether or 
not there is a relationship between the trade bal­
ance and export specialisation. This analysis is 
based on the premise that if a country is spe­
cialised in exports in a certain industry, we would 
normally expect the trade balance in that particu­
lar industry to be above average - or in other 
words, countries will tend to specialise their 
exports (>100% for export specialisation) in areas 
where they run a trade surplus (also > 100% for 
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FIGURE 5.4 
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TABLE 5.4 
Trade performance of 
the EU, 1994 
(%) 
Adjusted cover ratio Export specialisation 
Wine 
Grain milling 
Brewing and malting 
Alcohol 
Top ten Pasta 
sectors Soap, detergents, perfume and toilet preparations 
Clay products 







Clocks and watches 
Oil and fats 
Bottom ten Non-ferrous metals 
sectors Semi-finished wood products 
Carpentry and joinery components 
Cycles and motorcycles 
Fish 
Pulp, paper and board 












































Trade performance of 
Japan, 1994 
(%) 
Retreading and repairing of rubber tyres 
Shipbuilding 
Parts and accessories for motor vehicles 
Cement, lime and plaster 
Top ten Plant for mines, iron and steel and foundries 
sectors Cycles and motorcycles 









Furs and fur goods 
Leather products 
Fruit and vegetables 
Bottom ten Alcohol 
sectors Starch 
















































PERFORMANCE MEASURES IN THE EUROSTAT DATABASE 
At first it should be noted that we perform this 
analysis at the most disaggregated level possible 
(that of Nace 3-digit). Nevertheless, it is true that 
to place too much emphasis on these results 
would be erroneous - as the behaviour of the com-
puter and office equipment industry is far too 
generic a term to employ. Perhaps the laser printer 
sector is performing very well in a country and yet 
as a whole the industry is lamented for its perfor-
mance, due to competition in other sectors, such 
as CD-Rom drives, scanners and screen manufac-
ture. 
Secondly, the choice of detail for the country will 
also gives widely diverging results - for example, 
whether we take the EU as a single geographical 
area or break it down into the individual Member 
States. Whilst the EU as a whole shows very low 
inter-sectoral specialisation, some of the smaller 
Member States report high inter-sectoral specialisa-
tion. 
If we start by looking at some tables of the top ten 
and bottom ten industries for selected countries 
and their given cover ratios and export specialisa-
tions. These rankings were based on the cover 
ratio (total exports / total imports) performance in 
each industry. For the EU we have used the extra-
EU trade flow, whilst for all other countries we 
have used the world trade flow. 
When looking at the three tables for the Triad we 
can see that the extremes of the Japanese data dis-
tribution are far more pronounced than those of 
the EU or the USA. Indeed, the bottom ten indus-
tries in Japan all have an adjusted cover ratio of 
less than three per cent. 





Top ten Animal foods 
sectors Structural metal products 
Paints, varnish and printing ink 
Meat 
Boilermaking 
Medical and surgical equipment 




Bottom ten Iron and steel industry 
sectors Clocks and watches 
















































Trade performance of 
the USA, 1994 
(%) 
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TABLE 5.7 
Trade performance of 
Germany, 1994 
(%) 




Machinery for the food and chemical industries 
Top ten Grain milling 
sectors Boilermaking 
Paints, varnish and printing ink 
Machine-tools for working metal 
Sugar 
Bodies for motor vehicles 




Fruit and vegetables 
Bottom ten Wine 
sectors Knitting 
Footwear 
Sawing and processing of wood 
Cycles and motorcycles 













































Trade performance of 
France, 1994 
(%) 





Top ten Grain milling 






Sawing and processing of wood 
Starch 
Knitting 
Cycles and motorcycles 
Bottom ten Household textiles 
sectors Footwear 
Pasta 
Oil and fats 
Fish 
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Top ten Stone and non-metallic mineral products 
sectors Structural metal products 
Ceramic goods 
Domestic type electrical appliances 
Agricultural machinery and tractors 
Machinery for the food and chemical industries 




Bottom ten Asbestos 




Brewing and malting 















































Adjusted cover ratio Export specialisation 
Alcohol 
Shipbuilding 
Retreading and repairing of rubber tyres 
Structural metal products 
Top ten Foundries 
sectors Furs and fur goods 
Asbestos 
Tobacco 
Soap, detergents, perfume and toilet preparations 
Pharmaceutical products 
Fish 
Oil and fats 
Pulp, paper and board 
Carpentry and joinery components 
Bottom ten Sugar 
sectors Pasta 
Starch 
Fruit and vegetables 
Semi-finished wood products 
Wine 












































Trade performance of 
the United Kingdom, 
1994 
(%) 
SOURCE : e^Séí 
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For the EU and the USA similar trends may be 
observed. In the EU the bottom ten industries have 
trade deficits slightly less negative than in the 
USA, but the top ten having slightly more positive 
trade surpluses. The extremes of the Japanese top 
ten are far more pronounced than either the EU or 
the USA. 
As regards correlation between the two indicators, 
we can note that the bottom ten industries in 
Japan all possess export specialisation ratios of less 
than ten per cent. With the exception of one sec-
tor the top ten all possess an export specialisation 
ratio of greater than one hundred per cent. To 
look into whether or not there was any correlation 
between the two indicators, we took logarithmic 
scales, as the distribution around one hundred per 
cent is skewed in favour of positive values. The 
correlation coefficients realised were as follows: 
the EU (0.826), the USA (0.825) and Japan 
(0.954). This gives some weight to the argument 
that the Japanese are better at "picking winners" or 
which industries they should specialise in. 
However, as stated earlier, to take the European 
market as one single market is perhaps not the 
ideal solution. Indeed, the argument could be 
taken still further, such that regions within the 
boundaries of a single country were studied. It 
would be quite logical to argue that the lower the 
disaggregation of region the higher the possible 
correlation. Thus, if we took NUTS four-digit 
regions, we could see much higher correlations 
than if we take countries as the geographical 
region of study. 
Turning to the individual Member States we can 
see that the correlations are only higher than Japan 
in one country, namely Sweden. Nevertheless, 
with the exception of Germany the correlations in 
the individual Member States are always higher 
than those for the EU total. The correlations in 
descending order of magnitude are: Sweden 
(0.980), Finland (0.947), France (0.943), Spain 
(0.943), Portugal (0.939), Greece (0.932), Belgium 
- Luxembourg (0.920), Italy (0.916), Denmark 
(0.902), Ireland (0.886), United Kingdom (0.863), 
Netherlands (0.861), Austria (0.840) and Germany 
(0.750). 
FIGURE 5.5 
Export specialisation and 
adjusted cover ratio for 
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Export specialisation and 
adjusted cover ratio for 
Nace 3-d¡git sectors in 
France, 1994 
(%) 
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and adjusted cover 
ratio for Nace 3-digit 
sectors in Italy, 1994 
(%) 
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FIGURE 5.8 
Export specialisation 
and adjusted cover 
ratio for Nace 3-digit 
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FIGURE 5.9 
Export specialisation 
and adjusted cover 
ratio for Nace 3-digit 
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To give some idea of the data concerning the 
European countries the next couple of pages 
include the tables for the four largest Member 
States. 
Some stereotypical comments can immediately be 
made about the data, such as Italian trade perfor-
mance is strong in the pasta industry, the French 
are strong in the wine industry, the British in alco-
hols and the Germans in machinery. The data 
does however show some surprising industries in 
the respective countries (for example the presence 
of the shipbuilding industry). This is due to the 
adjusted cover ratio not taking any account of the 
size of the sector, hence if there were almost no 
imports in an industry one year, the low level of 
the denominator will cause the indicator to grow 
rapidly. 
If we move on to look at the data in terms of scat-
ter-plots - we have graphed the two indicators 
against each other with logarithmic scales to help 
show the relationship between the two variables. 
These graphs show the distribution of all three-
digit NACE groups, with the export specialisation 
"plotted on the x-axis and the adjusted cover ratio 
on the y-axis. The patterns displayed vary quite 
considerably, for example, compare the distribu-
tion of Japanese three-digit Nace groups with 
those of Germany. All the graphs that follow show 
a general tendency to have their industrial sectors 
either in the top right or bottom left quadrants, 
where we would expect to see industries - never-
theless, there are cases where industries may be 
situated in the top left or the bottom right (espe-
cially the USA) quadrants. 
10000 
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and adjusted cover 
ratio for the USA, 1994 
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CONCLUSION 
This brief introduction to the domain of perfor-
mance indicators hopefully shows the use that can 
be made of identifying competitive countries or 
sectors. The analysis of why these sectors are 
more competitive cannot really be answered by 
this domain of indicators. Rather the analyst 
should move into the other domains of the 
database to look for causal factors or explanatory 
variables. The analysis presented here aims simply 
to demonstrate how we can look at changing pat-
terns of competitive performance. It should be 
remembered that the domain proposes a large 
number of simple ratios and derived indicators 
which should be looked at in unison - it is inadvis-
able for the analyst to base his studies on a single 
measure of competitive performance. Indeed, 
there may be a desire to create an overall index of 
competitiveness, however the weight or impor-
tance given by one analyst to a specific indicator 
will vary compared to those given by another. 
This is one of the reasons why Eurostat has tried to 
produce as wide ranging a classification plan as 
possible, in order to facilitate the research made 
by various users. 
Other articles on competitiveness that have 
appeared recently in the Supplement include 
"Competitiveness in industry: a first approach" 
which was in issue 2 of 1996; and "Price and cost 
competitiveness" which appeared in issue 4 of 
1996. Next year in the new publication "Monthly 
Panorama of European Industry" there are plans to 
publish an article on competitiveness. 
For more details on the Competitiveness Database 
please contact: Anna Abatzoglou -
tel: (352) 4301 3 4665 or fax: (352) 4301 3 4359. 
Alternatively, if you would like to purchase the 
data, please contact: Eurostat Datashop -
tel: (352) 4335 2251 or fax: (352) 4335 22221. 
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Community regional policy is one of the tools which play a vital role in strengthen-
ing economic and social cohesion in the European Union. Through the various 
structural funds and particularly the ERDF (European Regional Development Fund) 
and the EAGGF (European Agricultural Guidance and Guarantee Fund), almost a 
quarter of the Community budget, or ECU 17 000 million in 1995, is devoted to 
reducing discrepancies in development between the regions. The regional policy 
is expressed via three clearly defined objectives: 
* Objective No. 1 : to promote the development and structural adjustment of 
regions whose development is lagging behind 
* Objective No. 2: to assist in converting regions or parts of regions seriously 
affected by industrial decline 
* Objective No. 5b: to promote the development of rural areas. 
An initial programming round was undertaken for the years 1989 to 1 993 with 
financing of about ECU 56 000 million for the three regional development objec-
tives. In compliance with the principles of partnership and additionally
1, 
Community action supplements the national and regional measures of Member 
States and is carried out in close consultation with various partners (Commission, 
Member States and other competent authorities). Since the partnership principle 
applies also to the retroactive evaluation of the measures introduced, Member 
States assist in evaluating the impact of the structural funds by providing the 
Commission with statistical data at a very detailed regional level. 
Using these data, Eurostat has devised a series of analyses which can now provide 
answers to various questions regarding developments in the economic fabric of 
those regions which enjoyed Community financing under Objective No 2. Similar 
analyses are being prepared for regions eligible under objectives 1 and 5b. 
Such analyses are useful not only to the Commission but may also be of interest to 
other national and regional partners who have invested substantial public resources 
in regional development. 
The analyses presented later in the document are based on data extracted from the 
annual structural surveys conducted by the statistical institutes of the Member 
States
2. 
They highlight the changes which have occurred in recent years by comparing the 
situations prior to and after 1989, the date on which the programming period 
began. They were carried out for five countries for which data covering a suffi-
ciently long period (from 1985 to 1992) were available: Belgium, France, Italy, the 
Netherlands and the United Kingdom. These countries encompass 55 eligible 
regions
3 and represent about 70% of the objective 2 funds for the 1989-1993 pro-
gramming period. 
IN THIS SECTION: 
GENERAL EMPLOYMENT 
TRENDS 
COMPOSITION OF THE 
INDUSTRIAL FABRIC 
CHANGE IN THE DEGREE 
OF INDUSTRIAL SPECIALI-
SATION 
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GENERAL EMPLOYMENT TRENDS 
Towards a gradual alignment of the eligible 
regions with the Community trend 
The regions eligible under objective 2 are princi-
pally old industrial sites characterised by large 
production units. 
In 1986 manufacturing industry in these 55 eligi-
ble regions accounted for just over 3 million jobs 
or 13.1% of total employment in manufacturing 
industry in the then 12 Member States. Between 
1986 and 1992, large enterprises lost 270 000 
jobs and the eligible regions' share of the jobs' 
total had fallen slightly, to 12.4%, by the end of 
the period. 
As long ago as the end of the 1970s these regions 
had gone into somewhat of a decline, which took 
the form of job losses in manufacturing industry 
which remained higher than the Community aver-
age until 1988. Thus, more than two out of three 
eligible regions lost jobs between 1986 and 1992 
and only a minority, mainly in the United 
Kingdom, experienced growth during this period. 
From 1989 onwards, when the first Structural 
Funds' programming round began, a halt in this 
higher-than-average decline and an alignment with 
the general trend measured at Community level 
was noted. 
Key to the graphs: 
EUR5 = Belgium, France, Italy, the Netherlands and the United Kingdom. 
EUR5 objective 2 = eligible regions of objective 2 situated in Belgium, France, Italy, the 
Netherlands and the United Kingdom. 
NB: If not indicated, the data concern enterprises in manufacturing industry 
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COMPOSITION OF THE INDUSTRIAL FABRIC 
Regions at a disadvantage owing to the predomi-
nance of sectors in decline, but in which the 
industrial structure is recovering. 
A comparison of the industrial structure of objec-
tive 2 regions with that of European manufactur-
ing industry in 1986 reveals a strong predomi-
nance of some sectors: iron and steel, textiles, 
transport equipment and to a lesser extent the 
manufacturing of metal goods. Most of these sec-
tors experienced a sharp decline in employment 
during the 1980s. In contrast, other sectors such 
as electronics and the agri-foodstuffs industry were 
sharply under-represented. 
In 1992, the gap between the industrial structure 
of eligible regions and that of the European 
Community as a whole had narrowed. This was 
particularly visible in two sectors, textiles and iron 
and steel, where this gap had narrowed by 50%. 
Generally speaking, however, the eligible areas 
retained the same type of sectoral profile, with a 
predominance of industries using heavy-duty 
equipment and engaged in large-scale production. 
Overall, the structure of the industrial fabric of 
these regions changed slowly, although this con-
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FIGURE 5.4 
Structure of employment 
of the regions EUR 5 in 
objective 2 areas and 
contributions to changes 
between 1986 and 1988 
(in % of the total 
employment) 
I Weight of industry in 1986 
', Contributions to the changes 
recorded between 1986 and 
1988 
SOURCE: cumstat 
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Fall in the number of jobs attributable mainly to 
a few sectors 
The decline in employment in the eligible regions 
can be traced mainly to a few sectors. 
Textiles/clothing and iron and steel contributed 
most to this decline. Whereas in 1986 these sec-
tors represented about 7% and 12% of jobs 
respectively, combined they accounted for 40%> of 
total jobs shed between 1986 and 1992. 
Two periods are worthy of note: the years covered 
by the programming period (1989-1992) and the 
years prior to this (1986-1988). 
Iron and steel accounted for more than 70% of the 
total jobs lost between 1986 and 1988, the 
remainder arising in three other sectors: 
textiles/clothing, transport equipment and mechan-
ical engineering. During the same period, jobs 
increased in other industries (mainly the rubber 
and plastics industry, paper production, printing 
and furniture making). 
Between 1989 and 1992, all sectors shed jobs, 
more or less proportionately to their share of total 
employment in manufacturing industry, with tex-
tiles/clothing contributing most. Iron and steel 
continued to shed jobs, though to a lesser extent 
than in the previous period. 
FIGURE 5.5 
Structure of employment 
of the regions EUR5 in 
objective 2 areas and 
contributions to changes 
between 1989 and 1992 
(in % of the total 
employment) 
¡Weight of industry in 1986 
Β Contributions to the changes 
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FIGURE 5.6 
Weight of low-, 
medium- and high-
demand industries of the 
regions EUR5 in the 
objective 2 areas 
(in % of the total 
employment) 
■ Low demand 
■ Medium demand 
■ High demand 
Γ3/7Ι 
SOURCE: ksästst 
1986  1987  1988  1989  1990  1991  1992 
FIGURE 5.7 
Weight of low-, 
medium- and high-
demand industries in the 
European Union 
(in % of the total 
employment) 
I Low demand 
I Medium demand 
ι High demand 
VB7A 
SOURCE: ssãsíat 
1986  1987  1988  1989  1990  1991  1992 
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A high degree of industrial specialisation in eligi-
ble regions but with a trend towards diversifica-
tion 
The problems encountered by the areas eligible 
under objective 2 were primarily due to their very 
specialised industrial fabric, which was heavily 
geared towards low-demand sectors
4. However, 
this adverse specialisation changed between 1986 
and 1992, with the weight of the low-demand 
industries declining by 4 points (compared with 
less than 1 point at Community level), mainly to 
the benefit of medium-demand sectors. The 
weight of high-demand sectors showed an 
increase but remained below the Community aver-
age. 
This diagnosis of adverse industrial specialisation 
is less straightforward when the composition of 
the industrial fabric is analysed at the level of each 
eligible region. Here, three groups emerge: 
21 regions situated primarily in France 
(half of all French regions) and in Italy (7 of 
9 Italian regions) have more than 40% of 
jobs in low-demand sectors (referred to 
henceforth as "low-demand regions") 
15 regions (5 British, 4 French, 3 Dutch, 2 
Italian) have more than 25% of jobs in 
high-demand sectors ("high-demand 
regions")
5 
19 other regions (mainly in the United 
Kingdom and in France) have an intermedi-
ate sectoral composition ("medium 
demand regions") 
To monitor the trend in industrial specialisation 
more closely, an index can be calculated which 
measures the gap between the detailed industrial 
composition of the eligible regions and that of 
Community industry as a whole. The closer the 
index is to zero, the closer the composition is to 
2.5 











industry of the regions 
EUR5 in 
obective 2 areas 
SOURCE: SKÎS 
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CHANGE IN THE DEGREE OF INDUSTRIAL SPECIALISATION 
the Community average. There was a sharp 
decline in this index between 1986 and 1992, 
amounting to 50% over the whole period. A very 
sharp drop occurred between 1986 and 1988, 
which corresponds to the period during which 
some sectors, e.g. iron and steel and textiles/cloth­
ing, underwent drastic restructuring. This trend 
continued after 1988, though at a much slower 
pace. 
In figure 5.9 the regions are positioned according 
to their specialisation coefficient in 1986 and in 
1992, which enables the trend between these two 
years to be measured. The points situated on the 
bisector represent the regions for which the coeffi­
cient remained the same. Those situated below 
are regions for which the coefficient declined, 
reflecting a trend towards diversification of the 
industrial fabric. 
The points of Figure 5.9 represent the 55 regions 
eligible under objective 2. They show clearly that 
the regions with a very high specialisation index 
were in a minority, and that for most regions this 
index was between 0 and 50. 
It is worth noting that the coefficient developed 
favourably for the majority of regions between 
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Regions with a "mono-industries" slant 
Another problem specific to regions eligible under 
objective 2 is the high concentration of jobs in a 
small number of industrial sectors which, in addi-
tion, are generally engaged in large-scale produc-
tion. Figure 5.10 situates the regions by share of 
jobs concentrated in the three main sectors in 
1986 and by concentration in these same sectors 
in 1992. The points situated below the bisector 
are the regions for which this share declined. 
It can be noted that for half the regions, the weight 
of the three main sectors was more than 50%. In 
1986, this share was even higher than 80% in 
three regions: North Yorkshire (UK), Val d'Aoste 
(I) and Luxembourg. The general trend between 
1986 and 1992 was towards a definite reduction 
in the weight of the three main sectors. In some 
regions such as the Val d'Aoste and Liguria (I), 
North Yorkshire and Poitou Charentes (F), the 
share of the three main industries declined by 
more than 10%. This trend was reversed in only a 
minority of regions. A supplementary analysis of 
the annual figures during this period shows that 
the changes occurred mainly between 1986 and 
1988 and were linked to the extensive restructur-
ing of industries in decline. 
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FIGURE 5.10 
Weight of the three 
main manufacturing 
industries of the regions 
EUR5 in objective 2 
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Non-structural factors affecting development. 
It is clear that eligible areas' specialisation in sec-
tors undergoing a recession was a major handicap 
to their economic development and was a key rea-
son for the extent of job losses. However, other 
factors may also have played a role. 
It is possible to single out within overall employ-
ment trends the share attributable to the structural 
specialisation of the industrial fabric of regions
6. 
However, non-structural factors, which may be 
called local effects, can also be measured. After 
1989, these obviously included the impact of the 
allocation of structural funds, although it is not 
possible to separate this out from other possible 
local economic effects. 
vertical). Over the following three years, the peri-
od of allocation of the funds, the "local" effect was 
close to zero and even clearly positive for most 
regions (areas situated above the horizontal). On 
the other hand, in about 10 regions, almost all in 
the United Kingdom, the measured local effect 
was clearly negative between 1990 and 1992. 
These British regions, which account for one-third 
of jobs in the eligible regions covered in this arti-
cle, contributed sharply to lowering the average 
calculated for all objective 2 regions (an average 
which was - 3% over the period 1990-1992). It 
should be noted that one-quarter of the regions, 
among them 6 of the 9 Italian regions, show a 
clear favourable trend in the local effect between 
the two periods. 
Before the commencement of the programming 
period in 1989, the "local" effects were negative 
for half the regions (areas situated to the left of the 
FIGURE 5.11 
Effects of local growth 
in manufacturing 
industry over the peri-
ods 1987 to 1989 and 
1990 to 1992 of the 
regions EUR5 in 
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NOR 
The regions most affected by industrial decline 
display the greatest trend reversals after 1989. 
When the composition of the regions is consid-
ered, it is evident that after 1989 the local effect 
improved most in "low-demand regions", where 
the industrial fabric had been particularly dam-
aged by major industrial restructuring and which 
probably benefited from a combination of 
Community, national and regional subsidies. In 
"medium-demand regions", the development of 
the local effect was favourable in French regions 
and unfavourable in British regions. Developments 
diverge hugely in "high-demand regions". While 
some of these regions are highly specialised in 
sectors enjoying "high demand", these sectors are 
also subject to competition requiring productivity 
gains and rationalisation which can lead to 
restructuring and factory closures. 
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FIGURE 5.12 
Low-demand regions in 
the EUR5 objective 2 
areas 
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FIGURE 5.14 
High-demand regions 
in the EUR5 objective 2 
areas 
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Regeneration in small enterprises... 
The above analyses were carried out on the popu-
lation of enterprises employing more than 20 per-
sons. When the data became available, the same 
type of analysis was carried out on the population 
of enterprises employing fewer than 20 persons. 
These show that small enterprises did not behave 
in the same way as larger units. 
Small enterprises followed a counter-cyclical trend 
compared to that of larger enterprises. In particu-
lar, there were two growth phases in 1988-1989 
and 1991-1992. In general, whereas the large pro-
duction units located in the eligible regions lost 
almost 270 000 jobs between 1986 and 1992, 
small enterprises gained 22 000. This employment 
growth in small enterprises is common to all 
regions with a few rare exceptions. Of a total of 
51
7regions, only six recorded a contrary trend: 
five British regions (Greater Manchester, West 
Yorkshire, Lancashire, Dumfries and Galloway, 
Merseyside) and one Italian region (Tuscany). 
Key to the graphs: 
EUR4 objective 2 Small local units = enterprises employing less than 20 persons in manufac-
turing industry and situated in the eligible areas of objective 2 in Belgium, France, Italy and the 
United Kingdom. 
EUR4 objective 2 Large local units = enterprises with more than 20 persons employed in man-
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All sectors, with the exception of the agri-food-
stuffs and textiles-clothing industries, contributed 
to a growth in employment between 1989 and 
1992. The two sectors contributing most to this 
positive development were mechanical and instru-
ment engineering and electronics. 
An index measuring the quality of the industrial 
structure has been calculated on the basis of the 
composition of the industrial fabric of the eligible 
regions. Points situated below the bisector repre-
sent regions in which the index for small enterpris-
es is better than that for large enterprises. It can 
be seen that for all regions, with a few rare excep-
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Figure 5.18 has been devised using a similar lay-
out but concerns the indicator of the local effect. 
Here again it can be seen that for the period 
1990-1992 this effect was better for small enter-
prises with an average of + 2%, compared to -3% 
for larger enterprises. The local effect on small 
enterprises is therefore positive in all regions with 
the exception of 6. Some regions such as Basse 
Normandie, Brittany, Champagne Ardennes and 
Aquitaine (F) even recorded a local effect in two 
figures during this period. 
In general, it appears that small enterprises con-
tribute most to modernising the industrial fabric of 
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Footnotes 
1 Cf. Regulation (EEC) on coordination, No 2081/93. 
2 Pending the receipt of ISTAT data, which are being 
prepared, the data used for Italy originate from the 
Italian Chambers of Commerce and have been sup-
plied by the CERVED. 
3 55 groupings in reality: all the eligible areas belong-
ing to the same NUTS II level region have been 
grouped together. 
4 A supplementary analysis confirmed that there was 
no correlation, other than structural, between the 
degree of industrial specialisation and the effect. 
5 When the share of low-demand sectors is higher 
than 50%, the regions are classified in the "low-
demand" group, even if the share of high-demand 
sectors is above 25%. This is the case in only two 
regions. 
6 Growth arising from structural factors is calculated 
by applying the average Community growth rates 
(measured for different sectors of activity) to the 
industrial composition of the eligible regions. 
7 Here the analysis covers the regions for which data 
on enterprises with fewer than 20 employees were 
available, i.e. on the same countries as previously 
with the exception of four regions in the 
Netherlands. 
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